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Organization of the Annual Performance Plan

The organization of the Mineral Management Service's FY 2000 Annua Performance Plan
reflects the Department of the Interior’s approach to improve and streamline the Annua Plan and
to better link the plan with the budget. The revised Annual Plan presents our goals and measures,
and identifies the FY 2000 strategies and resources needed to achieve them, consistent with the
Strategic Plan and budget proposal.

By following this presentation framework, MM S will be able not only to meet the requirements of
the Government Performance and Results Act but aso to promote managerial accountability
through a direct connection with the Strategic Plan, resources, and outcomes. The Annual Plan
links coherently with goals contained in the Strategic Plan. The Annua Plan setsforth in
measurable and quantifiable form the levels of performance for each goal in the budget year. The
Annual Plan also linksto MM S's budget request to Congress for FY 2000. This presentation
provides the decision maker a context by which to make informed decisions on the allocation or
reallocation of resources to better accomplish the mission of the organization.

The Annual Performance Plan for FY 2000 is divided into four sections:

Section | — Introduction and Overview states MM S s mission and addresses additional
Government Performance and Results Act (GPRA) requirements.

Section Il — Mission-Related Goals includes Annual Performance Plan summary and descriptive
goal narrative covering FY 1998, FY 1999, and FY 2000.

Section Il — Means Goals discusses how means goals should be presented.

Section 1V — Performance Measures and Verification provides a simple presentation of MMS's
methods to verify and validate the measured values of actual performance.



Section | - Introduction and Overview
1.1 Introduction

The Minerals Management Service manages the Nation’s natural gas, oil, and other mineral
resources on the Outer Continental Shelf (OCS), and collects, accounts for, and disburses
revenues from offshore Federal minera leases and from onshore mineral leases on Federal and
Indian lands. The MM S was established by the Secretary of the Department of the Interior in
1982 following the Independent Commission on Fiscal Accountability’s recommendation that
proper fiscal accountability and management of the public’s mineral resources would best be
served by an agency devoted solely to minerals management. The Federal Oil and Gas Royalty
Management Act, passed in 1982, established a framework to improve management of Federal
and Indian mineral royalties.

Although arelatively small bureau (approximately 1,700 employees located in 20 cities across the
United States), MM S activities provide maor economic and energy benefits to the Nation,
taxpayers, States and the Indian community -- benefits that have both national and local
significance.

Since 1982, over $98 billion in revenues from mineral activities on Federa lands administered by
MMS, the Bureau of Land Management (BLM), and the United States Forest Service (USFS)
have been distributed by MMS to the Federal Treasury, States, tribes, and individual Indian
mineral owners (allottees). A portion of the revenue distributed to the Treasury goes into
accounts that support the Reclamation Fund and the Land and Water Conservation Fund.
Approximately $900 million in OCS revenues is deposited each year into trust funds to acquire,
restore, and create parks, wildlife preserves, wilderness areas, and recreational facilities.

The OCS continues to play a significant role in our Nation’s energy picture. Currently, MMS
administers nearly 42 million acres of the OCS under lease, which supplies more than 27 percent
of the natural gas and 20 percent of the oil produced in the United States. Since 1954, the OCS
produced some 135 trillion cubic feet of natural gas and 12 hillion barrels of oil. While
development of offshore mineral resources has aready meant billions of dollarsin revenuesto the
United States, MM S is especially mindful of safety and environmenta concerns -- striving for the
proper balance between providing a domestic energy source and protecting sensitive coastal and
marine environments.

The MMS comprises two specialized operating programs, Offshore Minerals Management and
the Royalty Management Program. The Associate Directorates of Policy and Management
Improvement and Administration and Budget and the Office of Communications provide support
for the programs.



1.2 Mission Statement

To manage the mineral resources on the Outer Continental Shelf in an environmentally
sound and safe manner and to timely collect, verify, and distribute mineral revenues from
Federal and Indian lands.

The MMS mission statement is based on the Department’ s mission statement and on mandates
from our enabling statutes using the experience and program knowledge of MM S senior
executives and managers.

Two principles guide us as we fulfill our mission: 1) Be responsive to the public's concerns and
interests; and 2) Work to enhance the quality of life for all Americans.

Our vision is to be recognized as the best minerals resource manager.

Severa bureaus both within and outside the Department manage mineral resources. We want to
set the standard for othersto follow. Already recognized as a progressive and effective bureau,
we want to be recognized as “the best in business.” We intend to realize our vision through high
quality service and information, reduced costs, effective use of automation, and innovation.

The MMS has two broad goals based on legislated mandates:

» Providefor safe and environmentally sound mineral development on the Outer
Continental Shelf and ensure the public receives fair value.

» Providetimely, accurate, and cost-effective mineral royalty collection and disbursement
services.

1.3 Relationship to Departmental Goalg

The Department has developed five broad goals to provide a framework for the numerous and
diverse responsibilities of the Department’ s bureaus.

I Protect the Environment and Preserve Our Nation’s Natural and Cultural
Resources.

Provide Recreation for America.

Manage Natural Resources for a Healthy Environment and a Strong Economy.
Provide Science for a Changing World.

Meet our Responsibilities to American Indians.


http://www.doi.gov/fyst.html

Theindividua bureaus performance management strategies and performance goal's contribute to
the underlying foundation to achieve the Department’ s broad goals. The MMS's activities
support all departmental goals. For example, our “Rigs to Reef” program provides recreational
opportunities for sport fisherman; the mineral revenues generated by the OCS and collected by
MMS' s RMP provide funds for land acquisition programs; and our environmenta research is
made widely available and used by coastal States and other agencies. Our mandated mission and
performance measures contribute most strongly to the following two departmental goals:

I Manage Natural Resources for a Healthy Environment and a Strong Economy
The MMS' s Mission Goals that support this goa are:

e Ensure safe OCS mineral development.

e Ensure environmentally sound OCS mineral devel opment.

» Ensurethat the public receives fair value for OCS mineral development.

e Providefor minera development on the OCS.

» Improve the timeliness and accuracy of payments to States, Indian tribes, BIA offices,
and other Federa agencies.

* Improve the cost effectiveness of minera royalty collection and disbursement services.
» Improve reporters compliance with lease terms, rules, regulations, and laws.

Our ingpection and oversight of industry activities on the OCS have helped to ensure an
outstanding safety and environmental record. During the last 25 years, the OCS has produced
nearly 9 billion barrels of oil with spillage amounting to a fraction of a percent (<0.002 percent).
Our mission godls are to continually improve upon this excellent record.

In addition to over $79 billion in revenue collections from OCS activities, since 1982 MMS has
collected over $19 hillion from Federa onshore leasing activities administered by BLM. These
revenues provide economic benefits to the States, tribes, Land and Water Conservation Fund land
acquisition, and Reclamation Fund water projects as well as the General Treasury. Revenue-
related mission goals focus on accuracy and timeliness of collections and disbursement and
industry compliance.

I Meet our Responsibilities to American Indians

The RMP Goals that help the Department achieve its overarching goal of trust responsibility are:



P Provide timely, accurate, and cost-effective mineral royalty collection and disbursement
services.

P Provide Indian tribes with increased opportunities for education and for assuming
functional responsibilities with respect to the Royalty Management Program.

Since itsinception, MM S has collected and distributed over $2 billion in mineral revenues to
Indian tribes and alottees. Our mission goals focus on accuracy and timeliness of collections and
disbursement and industry compliance to ensure tribes and all ottees receive all monies due to
them.

The MMS offers a number of opportunitiesto tribes, including on-line monitoring of royalties and
accounts, learning the royalty collection processes through a new internship program for tribal
employees, and handling royalty audit work through cooperative agreements. These efforts will
assist the tribes in assuming royalty functions.

1.4 Linkage to Strategic Plans and Budget

This Annual Plan islinked directly to the through the mission goals and long-term
performance goals. The MMS Strategic Plan consists of broad mandated strategic goals that are
defined by qualitative mission goals, which then are quantified by outcome-oriented, long-term
performance goals. The Annua Plan linksto the Strategic Plan by determining the annual target
of performance to meet the long-term performance goals used to determine mission goal
achievement.

The target percentages and numbers in these bureau-wide goals were developed by technical and
program experts at various levels throughout the organization based on guidance provided by
MMS senior officials. Senior officials identified and prioritized the results to be achieved during
FY 2000 in order to achieve the longer-term strategic goals. Technical and program experts
identified the resources and specific actions needed to achieve these results. Resource allocations
and workplans for each organizational unit will be tied to this plan.

In accordance with the Office of Management and Budget’s (OMB) Circular A-11, section 220.8,
the budget figures presented in this document are at the mission goal* level. The budget figures
for mission goals are smaller, re-aggregated components of the subactivities and program
activities presented in the Summary of Requirements tables and Programming and Financing
Schedules based on workload and other allocation methods.

OMB Circular A-11 requires that each program activity in an agency’s Program and Financing
Schedule (P& F) be covered by a performance goal or indicator. An agency may choose to
substitute a“ GPRA program activities structure,” which is devel oped by “consolidating,
aggregating, or disaggregating the program activities included in the P& F schedules’. For MMS,
our mission goals equate to the GPRA program activities.
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1.5 Additional Annual Performance Plan Requirements
1.5.1 Customer Service Standards

The MM S is guided by four Customer Service Standards to ensure quality service to our
customers. We have made significant contributions to our customers under each of these
standards.

*  We will focus on providing you excellent service.

Electronic Commerce -In response to many in industry who want to move away from paper
reporting, MMS is making substantial progress toward our goal of receiving all incoming
production and royalty reports in electronic form. The MMS also is applying electronic
commerce to the bid submission process for oil and gas lease sales and current operations reports.
We also provide agreat deal of information viathe Internet.

Plain Language initiatives -Since our business is regulation-based, our customers must
understand regulations. We have committed to developing clearer “plain language” regulations.

* We will consult with you as we address issues that affect you.

Outreach Workshops - The RMP has held more than 40 outreach workshops with our
constituents over the last 2 years to move from conflict toward consensus on many different
issues, including implementation of the Federal Oil and Gas Royaty Simplification and Fairness
Act of 1996 (RSFA), reengineering, Royalty-In-Kind (RIK), and oil and gas valuation. The
RMP aso joins the Indian Minerals Steering Committee (IM SC) in sponsoring ongoing “listening
conferences,” where alottees and tribal representatives can ask guestions and voice concerns.

The MMS s OMM also has conducted workshops on deep water development issues, has
ingtituted an annual Environmental Forum to open channels of dialogue between MM S and other
members of the ocean community, and has organized an Offshore Regulator’s Forum at the 1998
Offshore Technology Conference, which proved to be very productive.

Partnerships - Partnerships provide an avenue for State, Indian, industry, and other constituency
involvement in refining RMP's future business processes, delineating reporting requirements, and
leveraging information technology to achieve 21st century business goals and objectives. The
RMP regularly participates in quarterly meetings of the State and Tribal Royalty Audit
Committee, providing information and receiving input on policy formulation and regulatory
development.

The OMM likewise has pursued numerous partnerships to facilitate the successful implementation
of its mission goals and improve its relationships and communication with its constituents and
sister agencies. For example, MMS has engaged in a number of cooperative agreements with
coastal States for the purpose of determining the need for OCS sand resources to combat severe
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coastal erosion. These partnerships have involved States from the Atlantic northeast to the Gulf
Coast.

Minerals Management Advisory Board - To obtain timely and constructive advice on policies,
procedures and issues affecting MM S royalty and offshore programs, the Department established
the Minerals Management Advisory Board, comprising four committees:

e OCS Policy Committee

¢ Royalty Policy Committee

e OCS Sientific Committee

» Alaska OCS Region Offshore Committee

These committees include representatives from States, tribes, Indian allottees, industry, Federal
agencies and the public. The committees provide advice to the Secretary or other departmental
officials in implementing the laws, rules, leases, and agreements that MM S administers. The
committees also conduct open public meetings, workshops, and conferences throughout the year.

Alternative Dispute Resolution - The MMSisusing ADR to support key functions by
improving communications and devel oping better relationships with employees, customers, and
constituents; creating opportunities to resolve disputes using a wide range of solutions; and
reducing costs and processing times associated with litigation and appeals.

* We will actively seek opportunities to coordinate with other government entities to
provide better service to you.

The MMS coordinates with the Bureau of Indian Affairs (BIA), BLM, the Office of the Special
Trustee, USFS, the Army Corps of Engineers, the U.S. military, the U.S. Coast Guard, State
governments, Indian tribes and allottees, and industry to improve overal MMS performance.

* We will improve our information technology infrastructure to increase your access to
MMS information.

Automated Data Access - The MM S manages and maintains a sophisticated configuration of
automated systems to ensure that the large volume of data collected by MMS is accurately
processed, maintained, and made readily available for internal use and for the States, tribes, BIA,
BLM, and other agencies.

Wide Area Network Links to States and tribes - The MMS has completed a 2-year project to
expand its Wide Area Network to the offices of 17 States and tribes that have entered into
cooperative audit agreements with MMS. These offices now can effectively access MM S E-mail,
bulletin boards, and computer applications. This provides the State and tribal auditors with faster
and more effective access to the data they need, and provides for better communications with
each other and with MM S steff.



1.5.2 Use of Non-Federal Parties in Preparing this Annual Performance Plan
This Annua Performance Plan was prepared solely by MM S employees.
1.5.3 Crosscut Issues

The portion of the royalty management reengineering initiative that impacts Indian programs and
contributes to trust management improvements has been designated as one of 13 maor sub
projects in the Office of the Special Trustee High Level Implementation Plan. The MMSisfully
aware of its Indian trust responsibilities and through implementation of its reengineering design
concepts will better be able to effectively discharge these responsibilities and support the
Secretary’ s Indian trust management improvement goals.

The MMS s part of the Department’s IMSC, which acts as a forum to facilitate the resolution of
Indian mineral resources and royalty management issues.

In 1992, the Department created a tri-agency office in Farmington, New Mexico, to coordinate
the mineral activities of BIA, BLM, and MMS. The objectives were:

» Ensure that the Secretary's legal responsibilities as a trustee are performed and that the
Department's statutory requirements in mineral lease management are met for individua
Indian mineral ownersin the four corners region.

* Provide a mechanism to increase and otherwise improve communication with and
between the four cornersindividual mineral owners and the Department regarding
mineral leases, production, and royalties.

We currently are evaluating the success of the Farmington pilot project to determine whether to
expand the concept to other locations.

Additionaly, MMS coordinates and prioritizes research needs with the U.S. Geological Survey
and participates on various mapping standardization committees to ensure data and information
can be shared across all bureaus.

Many offshore activities are coordinated with agencies such as the Environmental Protection
Agency, National Oceanic and Atmospheric Administration, and the Coast Guard. These efforts
have streamlined reporting requirements for the regulated community, and avoided duplication of
workload by Federa staff.

Our coordination with the Coast Guard is an excellent example. Operators used to report oil spill
data to both the Coast Guard and MMS. To eliminate this duplicative reporting, industry now
reports only to the Coast Guard, whose regulations require that al spill data be reported. The
Coast Guard furnishesto MMS only the spill data that is needed to meet our requirements.



Additionally, MMS and the Coast Guard have just completed a Memorandum of Understanding
that clearly defines which agency is responsible for the oversight and inspection of the numerous
offshore pipelines. In the past, the MM S/Coast Guard regulatory boundary was the point at
which control passed from the producer to the transporter. Recent changes in corporate structure
and marketing conditions have made it difficult to determine this transfer point. A workgroup of
industry, MMS, and Coast Guard staff decided that the offshore producers and transporters were
in the best position to determine this transfer point, report the location to the agencies, and visibly
mark the transfer points. The MMS and Coast Guard will apply their respective regulations to the
appropriate pipeline segment. Thiswill eliminate conflicting or confusing requirements on the
regulated community.

1.5.4 Management Issues

By continually reviewing and adjusting to changes in the oil and gas industry or to new legidation,
MMS has addressed and resolved management issues as they have developed. Over the years,
MMS has found ways to simplify and streamline our processes and reengineer others and will
continue to do so. As we move to implement the goals we have established, MM S will
incorporate a variety of approaches and strategies. We will improve our decision making process,
apply modern information systems to improve work quality and service, maintain a high level of
scientific expertise, base decisions on high quality science, issue regulations that focus on results
rather than processes, and reward innovation.

The Department’ s Office of the Inspector General (OIG) is working with bureaus to improve
management in many areas. Pertinent to MMS isthe OIG’s past and current work related to
revenue collections. The MMS has completed al recommendations in the Negotiated Royalty
Settlements audit (No. 96-1-1264). By FY 2002 with the resources requested in this Plan,
MMS' s reengineering initiative will have addressed all recommendations in the RMP Automated
Information Systems audit (No. 97-1-1042). The MMS has completed part of the Selected
Aspects of the RMP, MM S audit (No. 96-1-1255); though we agree in principa with the
remaining portion of this audit, we are unable to implement these recommendations at this time.
Two OIG audits included no recommendations:

» Biennial Report on the Federal Royalty Management System for FY 1994-1995 (No.
97-10-408)
» Royaty Gas Marketing Pilot, MMS (No. 96-1-786).

In 1998, MM S compl eted its response to three remaining items contained in an OIG report that
audited the agency’ s inspection and enforcement practices. The first item dealt with the
documentation of procedures used for dealing with potentially dangerous working situations
involving offshore operations. The MM S turned to its Safety and Environmental Management
Program (SEMP) process and industry Recommended Practices (RP) 75, which provide for a
performance based system for ensuring that safe working conditions and practices are established.
The MMS adso initiated a system for tracking performance that will help the agency determine
whether frequent violators should be disqualified from operating on the OCS.
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The OIG report also recommended that MM S require that inspection documents leave a clear
record of inspection results and that these documents receive supervisory review before being
entered into the MM S information management system. The MMS has established guidelines for
inspector reports and requirements for supervisory approval of those reports that fully address the
OIG recommendations.

The MMS has published a Y 2K readiness statement on the Internet. The MMS has four mission
critical systems. The MONTCAR and PRESTO systems were designed to be Y 2K compliant.
The TIMS and RMP systems were renovated with work completed 1 month ahead of schedule
and 28 percent under original cost estimates of $2.1 million. Implementation of the renovations
to the TIMS and RMP systems occurred in the latter part of 1998 - as was independent
verification and validation of Y 2K compliance for these systems.

The RMP has completed the mission critical systems portion of the Year 2000 project. Testing
was completed in October 1998, implementation was completed in November 1998, and an
independent validation and verification was completed in December 1998. These systems
comprise approximately 1.3 million lines of COBOL code and over one-haf million lines of
ADS/Online code. The RMP has completed the evaluation of hardware and vendor software on
both client/server and mainframe platforms for Y ear 2000 compliance. Necessary remediation is
on schedule.

The MMS is now dealing with embedded and telecommunication system compliance with Y 2K.
With respect to telecommunications, about 80 percent of MM S routers and telephone exchanges
are compliant and the remainder will be compliant by March 1999. Embedded systems require
more work; renovations time frames and costs are being finalized. The MMS now will give
greater attention to business continuity plans and take steps to work with Offshore operators to
ensure that their Y2K programs are sufficient to prevent potential safety concerns or oil spill
hazards.

1.5.5 Adjustments to the Strategic Plan

The MMS is making the following minor adjustments to its Strategic Plan through this document:
1. Toimprove the correlation between the its bureaus Strategic and Annual Plans, the
Department has set and defined common terms to be used in GPRA plans. The MMSisrevising
the terminology in its Strategic Plan to match the Department’s model. The following crosswak

briefly describes the terms and hierarchy used in this Annual Plan as compared to the current
Strategic Plan.
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Terms Definitions and Examples
Used in this Used in MMS's
FY 2000 Strategic Plan
Annual Plan for 1997-2002
Goal Categories | Mission Goals | Broad, permanent goals based on MMS' legislated mandates.

Example: Provide for safe and environmentally sound mineral
development on the OCS and ensure the public receives fair value.

Mission Goals

Performance
Objectives

The consolidation, aggregation or disaggregation of program
activities that are covered or described by a set of performance

goals. Defines how a bureau will carry out its mission and are
usually outcome oriented.
Example: Provide for mineral development on the OCS.

Measurement
Indicator

Long term goal A description of the intended result, effect, or consequence of a
program. Provides a measurable indication of future success.
Example: By 2002, show a reduction in the rate of decline in the
reserves-to-production ratio below the 1990-95 rates of 0.84/year

and 0.32/year for oil and gas, respectively.

Annual
Performance
Goal

Not applicable | The annual increment of the longer term goals. Contains a target
level of performance to be achieved in a particular year.
Example: In 2000, the rate is estimated to decline to 0.82/year and

to 0.31/year, for oil and for gas, respectively.

2. The MM S will be removing the administrative and human resources goals in the next formal
revision to the Strategic Plan. In the interim, these goals will no longer be considered part of the
Strategic Plan and will not be included in the Annua Plan or in the annual report. (See

Section I11.)

3. The RMP customer service and communication mission goal is being deleted at thistime
because we will have no data to report until after 2002. The MMS has suspended changes to
current processes and systems in order to focus resources on our long-term reengineering efforts.
We do not plan to do another formal customer survey until after 2002, when reengineering
processes and systems have been implemented and customers have had an opportunity to know
how well they serve their needs. However, as we reengineer, MMS is incorporating information
from previous customer surveys and continuing outreach sessions.

4. The MMS is changing the goal relating to electronic reporting (see Sections |1.1F and 11.2F)
from increasing the percentage of royalty reports, production reports, and dollars received
electronically to 100 percent to increasing the percentage of royalty reports, production reports,
and dollars received electronically to 99 percent for royalty reporting, 99 percent for production
reporting, and 96 percent for dollars received. We aso changed the target date from FY 1999 to
FY 2000.
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As discussed in detail under Section I1.1F, about 50 percent of our production and 80 percent of
our royalty data lines are submitted electronically. The MMS published a proposed rule in April
1998, mandating 100 percent electronic reporting. We plan to issue the final rulein 1999. It will
include hardship exclusions and/or exclude companies based on the number of lines they report
annually. The 100 percent target was adjusted because of these exclusions.

The MMS has committed to a FY 1999 and 2000 project, outsourcing the conversion and
ongoing support of the required electronic infrastructure and contracting with industry expertsin
electronic commerce. This plan provides for the remaining companies to be converted by

FY 2000. Based on this plan, we extended the deadline for companies to report electronically to
2000.

1.5.6 Capital Assets/Capital Programming

The MM S submitted a Capital Asset Plan and Justification to OMB in 1998 for its major
reengineering project, which will enable RMP to implement new applications and technologies
supporting its future concept of royalty collection and disbursement operations. The
modernization of RMP' s information technology environment responds to oversight agency
recommendations and the reengineering team’s conclusions that existing systems cannot
efficiently support reengineered business processes.

Current systems were implemented in the early 1980's and have been subjected to thousands of
changes to meet an ever expanding mission. Today’s environment is complex, inefficient, difficult
to change, and expensive to maintain. The mix of aging mainframe-based systems and substantial
changes needed to support reengineered business processes represents a major risk to future
systems reliability and operationa stability. These factors could jeopardize RMP s ability in the
future to achieve GPRA-based performance objectives such as timely and accurate disbursement
of receipts. Once implemented, the new systems will give MMS the flexibility to disburse funds
throughout the month, thus increasing the timeliness of disbursement.

In addition to dividing implementation into distinct modules reflecting the two core business
processes---finance and compliance and asset management--the “ Spiral Model” for software
development will be employed. Thisincremental approach breaks implementation into smaller
definable entities of short duration--typically an iterated cycle of 3 to 6 months. This respondsto
Clinger-Cohen guidelines calling for system development cycle times of no more than 18 months.

The recommended IT investments include implementation of arelationa database management
system, 